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SECTTIONVAL ANAIYSIS OF THE PRINCIPAL CHANCES TO RETIREIENT ACT
TIAT ARE PROTOSED BY (GSC BILL AMD WIICH ARE OF COICIERI TC CIA

T STCTION : FROPOSAL : “COLAGRT.

TTTLE T = : .

Seetion 2 s, Three years continuous eivilian service a. Execept for erplorees perforting service
{Coverage) would he required bafore coverage could ezelwded frem Retirement Act (e.g. con-

Tlection 4
(Dedustions
3nd Danosits)

be gained wnder Civil Service retirement
(beginning 1 January 1956). /[See Sections
30 and 31, Title IT and Section 40, Title
III, pages-7-8

b. Employees under Retirement Act on
31 December 1955 would retain coverage
unless separated 30 days, ’

a, Deductions would conmsist of:
334 of Pirst 34200 :
&% of rerainder

b, On a1l dgposits and redeposits, inter-
eet would be chargsd during periods of
' separation.

Gih INTERNAL USE ONLY,

tract employees, otc.), eivilian emplovees
ere currently covered automatically upon
aprointruent, Ensciment of proposal would
require all newly aprointed staff person-
nel. to be under Soelal Security for firét
three years.

t. Sarings clause would permit retention of
Civil Service retirement coverage by
staff personnel on duty 31 December 1955;
houever, staff persomnel with less than
3 vears continuous sorvice who were re-
employed after 30 days separation would
lose such coverage, until they completed
3 years continuous service, Separations
of less than 30 days would not break
continuity of service,

a, Current rate of retirement dedustions is
6%. The combined payroll deductions for
Civil Service retirement and Social Se-
curity would be 5% on the first 34200,
of an employes's salary, (Until 1960,
the emplovee's share of Soelal Security
taxes 1s 24,)

b, Cwrrently, a deposit must be made into
Retirement Fund by an employee to have
ereditable service, not covered by
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SECTION

- deduetions, fully comted without a
redustion in anmity, and a redepesit
rust be made covering all pericds coverad
by a refund in order to have the sor-
vice credited. Inmterest is now charged
for only those periods in which an ene
‘pleyes was in the Federal service sub-
sequent to the pericds of creditable
service covered by deposits or redoe
posits. The charge could amomd to a

‘ - substantial payment in individual coces

= ‘ S - - v if interest were charged for all pericds

) of separation and his period of sepera-
: : . tion consisted of several years,

Section 5§ An employee would be ssparated at age The Retlrement Act now requives mands-
{Yanda: 70 rogardless of years of serviee, - tory separation at age 70 only if the
Separation ‘ employee has 15 years of servies, (The
bill 5t1131 rotains, however, the basic
requirement that an employse must hevs
ab least 5 years civilian serviece to
obtain an amudty,)

Section 6 Employees sngaged in criminal investi- Cwrrently, a Pederal azency mist recom-
{Ermediate gation would be retired a% age 50 with mend retirement but certification %in
Retirement) 20 years service gnly if Federel agency public Interest” is not required, Pro-
gertifics retivement is in public inter- posed change would tighten eriteria for

") est. such accelerated retirement and would

! require as the justification for an em-
ployee's retivement that 4t is in the
interest of the Govermment, rather than
“the individual.

Section 7 Disability applications could be £iled Currently, spplications rust be filed,
- (Disability up to one year after separatiom, with certain excoptions, within six
Retirement) months after separation, .

» 2 -
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SEGTION. PROPOSAL COLENT
Section 9 a. Any emnloyse who retires for disabllity or s. Wheress the law currently limits election
{Computation vho retires with right to immediste amnuiiy of such a benefit to those retirsss who

mployee Anmuity)

[ 28

d.

would be eligible to eleet a survivor bens-
it for spouse, by taking a reduction in
his own anmity,

Any umarried erplovee vho retires in good
health with right to:immediate anmuity wounld
be eligible to elect surviver benefit for a
nawed person, by teking a redustion in his
own anruliy.

A ninimm annuity benefit would be guaran-
%ead to employees retiving for disability
with 10 vears service amowmting to the
analler of (1) 407 of average salary (used
in eorputation of anmuidy i.e. 5 higheat
-yee:cs) or (2) the sum obtained affer in-
areasing employee’s total service by peried
between separation and 60th birthday. :

I employee gains Social Seewrity benefits

‘a3 result of becoming fully inswred solsly

because of Federal servics; his retirement
anpulty would be decrsased at age 65 in the
folloving mznner, The vears of ceeditatie
service would be mulitiplied by the sum ofs

(1) If average salary under “3200
g of first 5400
1‘” of next 3200
¥ of 1% of remainder

LiA lNTERNr\L USE ONL
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have at least 15 years service, the pro-
posal would cnable empleyees who retire
at age 62 with 5 years service or who re-
tire for disability after 5 years service
to eleet a survivor benefit for il -cpouse,
No change in the formula for reduction of
an employee's annuity is provided. The
posal is a significant liberalization
in eligibility requirements for election

‘of survivor benefits,

This rroposal would permit an employoe go-
titled to izmediate ammulty to eleet such
2 benefit if he has 5 or more years of
ereditable sarvice but less than 15 years,
The law now requires the 15 years service
prerequisite. (Note: This option is um-
avallable to employees having a spouse or
to employees retiring for a dlssbilify.

The mindrum payment to disability re~
tirees (with 10 years service) is a new
proposal, 10 years is construsd to be
evidence of the amploreels desire for a
Federal career, and the minirum payment
secks to mitigate the effects of a dis-

-abillty interrupting suech a carser,

The proposed reduction at age 65 is in
consonance with the fact that the retires
would receive a Social Security payment
at age 65, Note that the decresse would
not occur imless the Social Security pen.
sion is earned sclely because of Federal

employment.
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Section 10
{sSurviver
Annuities)

)

8,

c.
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(2) If average salary 53200 or over
1% of amomnt of sﬁ;ﬁ up to 55000
14 of remainder
(Nc‘te' total annuity no‘t to excesd 50% of
aversge salary)

Swrvivor benefits payable to spouse as rTe-
sult of election by retires would begin
irmediately upon death of retiree and
would not be terrinated beeause of remar-
riage of survivor unless the remarriage
occwrred prior to age 55,

The decgwaaa in a retirects anmzity at age
65, due to Social Security coverage sclely
as the result of Federal service (see
Section 9 above) would also be reflected
in g swvivor benefit paid as the result
of election by the retires,

The following changes would be ¢ffected in
the sectionz of the Retirement Act which
wrovide (under specified conditions) for a
swvivor benefit to the spouse of an gm-
plovee who dies in the Federal serviee or
%o the spouse of a rebiree who does not
elect a survivor benefits
(1) Yo swrvivor benefit would be paid to
the widow of a retiree under age 50
with a child also eliglble to re-
ceive benefits {under age 18)

ClA lméRNAL USE ONLY
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» Cwrrently, survivor benefit elected by
rotiree doss not cormenee until the sur-
vivor 13 age 50 and terminates upon re.
marriage at any time,

(1) The law provides that a widew of
a retires who meets the requirs-
ments of law, including the sur-
vival of a child under age 18, mey
recelve a survivor benmefit, even
though the retires did not eleect
such a benefit. The benefil i
only paysble until the widow is azs
50, The proposel would eliminate
this arrangement, since the »ili
rrovoses that the retires can eleat,
if he desires; a suwrviver benefis
vhich is effective immediztely.
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(2)

The following changes would be
effected in the provisions govern-
ing the payment of & survivor bene-.
it to the spouse of an emploves
who dies in the Federal serviece:

{a) minimm service of employes «
10 years
(b) survivor benefits extended to
dependent widower
(¢) swvivor bensfits terminate upon
remarriage only if remarriage
occurs priocr to survivor becom-
ing age 55 , '
survivor henefits pavable immedie
ately upon death of employea,
when survivor reaches age 65,
benefits would be reduced to 502
of employee?s anmuity se recom-
puted at age 65 if employee was
fully inswred wnder Soeial Sec-
urity at time of death, solely
bocause of Federal .sorvice,

(a)
()

Children surviver benefits would be paid
wder Social Security Act, not the Row:'
tirement Aet.

(Note: heretofore, a surviver bang.
fit, by clection of the retiree,
did not commence wmtil the surviver
reached age 50, )
(2) The following provisions in the cwre
. rent law ere less libersal exeapt thy
. serviee requirements hovever, sur-
.vivor benefits under Social Seeurity
are guaranteed if the employee has 5
years service (See section 12, Title

I, vage 7).

{(a) through (o) below are keyed o
a) through () in the second colum/
(a) minimm serviee of anployes

5 years

(b) survivor benefits limited to
widow

(¢) survivor hemefits terminate upon
remarriage of widow at any time

(d) survivor benefits payable whon
widow beeomes age 50

(o) no compareble provision in Rew

tiremont Act,

Under the Retirement Act, the foliowing

ds
- _bonefits are now paid to swviving child.

~'ven of & retizée or an employes who diee
in the Federal service with 5 or more

Years service, provided a widower doos

not survive the employme:

(1) The venefit of each swviving child
;.f widow and children siwvive is iha
east of the following swnss
(a) 25% of the 1ndividualts anauity
(b) 3900 ¢ vy number of children, o
(e) 3360
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sect. D 11
(Tump-Sum
Bensfits)

Section 13
(Reemployment
of Armuitants)

Employee would be permitted to obtain
Fofurd of retirement deductions plus
interest regardless of length of ser-
viee.

The bill would provide that reemploved
annultants nsy:leclired to serve at the
will of the employing agency.

Reamploved annuitants past age 60 who
serve fril-time 1 year or more would
recolve supplemental anmuity besed onm
period of reemployment and salsry re-
ceived (Original anmuity would not be
recomputed). Fo retirement dedustions
would be withheld, and the retireels
sslary would be reduced by the amount
of the ammulty. Supplemental annuliy
payments would not be refleeted in
survivor paymenis..

-t -

a,

b,

(2) The benefit of each surviving ehild if
no widow survives is the least of the
following aumss
(a) 50% of the individual's annuity

b) $1200 & by mumber of children; or
e) #4520

The amnulty ceases when the child dies,

marries or becomes age 18, and benefits

are recomputed if the widow or any one cr
rmore children arong those eligible ceases
to be eligible for benefits,

Currently, an employee with 20 or more years
of service cennot obtain a refund mless the
employee transfers without a break in servics
to a position not covered by the Retirement
Act, in vhich event he is entitled only %o 2
refund {regardless of length of service).

Currently, reemploved annuitants, age 60 zud
over must have special qualifications; as
determined by employing ageney. The proposal
would eliminate this requirement and appesws
to permit reemployment of employces manda-
torily retired,

The present law rrovides that reemployed
retirees wnder age 60 will have their an~
nruities susponded and retirerent deductions
rosuned, Reemployed amnultants age 60 and
over (1) recelve their ammuity (2) have thely
compensation reduced by a comensurate smount
and (3) are not subject to deductions, The
preposal would continue to prevent dusl ree
ceipt of salary and amnulty but would permit
reemployment of retiress under conditicns of
(1) no retirement deduciions and {2) adtre-
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SECTION

Section 18

{Sexings Clause on
An j‘t of Anmraity)

TITIE IT
Sections 30 and 31
{Bstension of
Coverage)

)

_Sechien 32
{Secial Seourity
Stotua of Survivors)

.
>

The amount of combined benefits, i.e.
retirement emmuity and Social Security . -
peyments., . for-an individual in con-
+invous service from 31 December 1955

to tire of retirement would be at

least equal to annulty he would receive
4P combination of Civil Service retirs-

" ment and Soeial Security had mot been

effected, ) -

Federal service subject %o Civil Service
ratirenent would alsc be eovered under
Soalal Seeurity, beginning 1 Januery 1956.

If an ewployee dles after 5 years ser-
vice byt with less than 10 years; he

- yould be deemed fully insured for the

purpose of Soclal Security payments
%o survivers,

-7 =
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tion of additiopal annuity. lore-
over, the bill provides that aennuity
paynents received during reemploy-
nent would not reduce the money in
the individual®s Retirement Account.
The proposed arrangements would
+facilitate the reemployment of indivi-
-duals who have retired. ’

This proposal in effeet places CGovern-
ment employvees under both Secial See-
urity end retirement. These employess
o0 be covered by the Retirement Act
after esequiring 3 yesrs continucus
service would be initially under Soclal
Seeurity and after the conclusion of
the 3 year period would be under both
gysters. ‘

The preposal 1s made to ensure a sif-
vivor benefit vhen an omployee dies
vefore he gains 10 years service, as
would be required for a swrviver
ermuity, pursuant to Section 10, Title
T (Ses Section 10e{2) above, page 5},
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PROPOSAL

- TITIE IITI

Section A0
(Amendment of
Interral Revenue

Code)

TITLE IV
Seetion 50
{EfPactive Date)

The eode would ho amended o permit

assesament of Soclal Security taxes

on smployess covered by Civil Service
" Pobirement.

The bill would become effective
1 January 1956,

@815
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